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CERTIFICATE OF NEED REVIEW REPORT 

Woodridge of West Tennessee, LLC  
CN1610-037 

 
Woodridge Behavioral Care  

162 Cude Lane 
Madison, TN 37115 

 
January 31, 2017 

 
The Tennessee Department of Mental Health and Substance Abuse Services (TDMHSAS) has 
reviewed the application for a Certificate of Need (CON) submitted by Woodridge Behavioral 
Care to add 16 inpatient psychiatric beds for children and adolescents at the Oak Hills 
Behavioral Center in Jackson, TN.  The Department’s analysis consists of the following three 
parts: 
 

x Scope of Project 
x Analysis of Need, Economic Feasibility, Quality Standards and Contribution to the 

Orderly Development of Health Care  
x Conclusions 

 
 

SCOPE OF PROJECT 
 
Woodridge of West Tennessee, LLC (WWT) has applied for a Certificate of Need to expand its 
existing mental health hospital in Jackson TN to add 16 beds to provide psychiatric services to 
children and adolescents (i.e. a pediatric unit).  The target population would be children of both 
genders ages 5-17, with capability for the rare admission of a child younger than 5.  The 
proposed pediatric unit would accept youth with a dual diagnosis of mental illness and substance 
use disorder but would not provide medical detoxification services or admit patients with a 
primary diagnosis of chemical dependency.  Intellectually disabled youth would be assessed 
upon referral on a case-by-case basis to insure that the appropriate services could be provided by 
the proposed pediatric unit.  The unit will accept emergency involuntary admissions and non-
emergency indefinite admissions.  
 
The current hospital is comprised of Madison Oaks Academy which has 73 licensed beds for 
residential treatment of children and adolescents with behavioral disorders, and Oak Hills, which 
has 16 licensed inpatient psychiatric beds for geriatric patients.  Both programs are situated in the 
same building.  This facility sits on 8.67 acres of land at 49 Old Hickory Boulevard East in 
Jackson, TN.  WWT proposes to renovate approximately 8,800 square feet of unused space in 
the same building for the pediatric unit. The unit will serve 16 counties: Benton, Carroll, Chester, 
Dyer, Gibson, Hardeman, Hardin, Haywood, Lake, Madison, McNairy, Obion and Weakly.  
Currently, the nearest child and adolescent inpatient psychiatry beds to these counties are in 
Shelby and Davidson Counties.   
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The estimated project cost is $1,335,250: 
 

x $83,000 Architectural and Engineering Fees 
x $35,000 Legal, Administrative & Consulting Fees 
x $1,102,250 Total Construction (Remodeling) Costs 
x $100,000 Contingency Fund 
x $15,000 CON filing fee 

 
WWT’s parent company, Ridgemont Equity Partners, II, L.P. will fund the project with cash 
reserves from a revolving line of credit with the Bank of Montreal (Chicago, IL).  If the CON 
was to be approved in February 2017, construction would be projected to be complete in 
September 2017 and the project licensed in October of 2017.   
 
 
ANALYSIS 
 
A. NEED  
The proposed service area includes 16 counties: Benton, Carroll, Chester, Dyer, Gibson, 
Hardeman, Hardin, Haywood, Lake, Madison, McNairy, Obion and Weakly, all within 90 miles 
of the hospital in Jackson.  The applicant notes that there are no acute pediatric inpatient 
psychiatric beds serving rural West Tennessee outside of Shelby or Davidson counties.  The 
applicant correctly notes the increased importance of family participation in the treatment of 
children and adolescents requiring psychiatric hospitalization and the burden of travel that 
families in the proposed service area currently bear when children and adolescents are 
hospitalized in Shelby or Davidson counties.   
 
The applicant provides population estimates for each of the counties in the proposed service area, 
including 2016 estimates and projected 2020 estimates from the University of Tennessee’s 
Center for Business and Economic Research (CBER).  The total for the proposed service area is 
510,944 in 2016 and estimated at 518,468 (+1.5%) in 2020.  The total child and adolescent 
population for the area is estimated to be 113,107, projecting an estimated need of 34 beds (at 30 
beds per 100,000 children and adolescents), well above the proposed 16 beds of this project.   
 
 
B. ECONOMIC FEASIBILITY 
 
Ownership and Management  
 
Woodridge of West Tennessee, Limited Liability Corporation (LLC) is one of ten LLCs owned 
by the parent company; Ridgemont Equity Partners Perimeter Holdings, LLC.  Ridgemont 
Equity Partners II, L.P., a privately held equity fund, is the majority (90.92%) member of 
Ridgemont Equity Partners Perimeter Holdings, LLC and will provide funding for the project 
through a revolving line of credit with the Bank of Montreal (Chicago, IL) (see 
SUPPLEMENTAL #4, p. 2 and attachments).  The proposed pediatric psychiatry unit will have a 
designated Director and be managed by Woodridge West Tennessee, LLC.  
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Expected Costs and Alternatives; Revenue and Expense Information  
 
WWT proposes to renovate approximately 8,800 square feet of unused space in a building that 
was once the Regional Hospital of Jackson, an acute care medical facility formerly licensed by 
the Department of Health.  WWT currently operates the Madison Oaks Academy in that facility 
which has 73 licensed beds for residential treatment of children and adolescents with behavioral 
disorders on the third floor of the facility, and Oak Hills, a 16-bed inpatient psychiatric unit for 
geriatric patients, on one of four wings of the first floor.  The proposed pediatric psychiatry unit 
would be located on another wing of the first floor, remodeled for this specific project.   
 
As noted above, the estimated project cost is $1,335,250: 

 
x $83,000 Architectural and Engineering Fees 
x $35,000 Legal, Administrative & Consulting Fees 
x $1,102,250 Total Construction (Remodeling) Costs 
x $100,000 Contingency Fund 
x $15,000 CON filing fee 

 
WWT’s parent company, Ridgemont Equity Partners, II, L.P. will fund the project with cash 
reserves from a revolving line of credit with the Bank of Montreal (Chicago, IL).  The applicant 
includes correspondence from the Bank (Supplemental #4, attachment) confirming that the 
necessary funds are available. If the CON was to be approved in February 2017, construction is 
projected to be complete in September 2017 and the project licensed in October of 2017.   
 
Projections  
 

x The applicant projects net operating revenue of $4,197,103 in Year One based on 6,444 
patient days and $5,910,181 in Year Two based on 8,760 patient days.  These are based 
on conservative occupancy rates of 50% in year one and 75% in year two.  The applicant 
did not provide estimates for charity care based on the rationale that all or almost all 
children and adolescents would qualify for TennCare if they did not have commercial 
insurance through their families.   

x The project will require just over $1.3 million in capital expenditures during the first 
year, so that after deducting operating costs, depreciation and capital expenditures, the 
applicant projects a net loss of $320,504 in Year One and a net gain of $1,1684,377 in 
Year Two.   

x The project is economically sustainable based on these projected occupancy, revenue and 
expenditure rates.  

 
Alternatives to new construction  
 
As noted above, the proposed new psychiatric unit will be a remodel of existing space and no 
new construction is proposed.   The submitted floor plan is generally adequate for the size and 
scope of the proposed pediatric psychiatry unit.  There may be some challenges in managing the 
flow of patients with two group rooms which will need to be used for dining as well as group and 
recreational areas.  A room would be unavailable, for instance, for some period of time before 
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and after dining which could impact the separation of very young patients from older patients.  
The staffing pattern also indicates there will be some availability of a tutor (0.5 FTE) and it is not 
clear where the tutor would be able to work with students, but these practical issues could 
reasonably be worked out in program planning.   
 
Documents submitted in support of the application for a Certificate of Need indicate that the 
proposed project is economically feasible.   

 
C. CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE 

 
Staffing  
 
Projected staffing for year 1 of the proposed pediatric unit includes 23.6 FTEs for direct patient 
care and 4.5 non-patient care positions.  Clinical staff will include two physicians (one 
psychiatrist and one general internist), licensed masters-level therapists, registered nursing staff, 
patient care technicians and support personnel.  The applicant indicates they have had success in 
staffing their geriatric unit and residential treatment center for children and adolescents, 
particularly through positive relationships maintained with local colleges.   The planned staffing 
pattern is adequate for the size and scope of the proposed pediatric psychiatric unit.   
 
The applicant describes an orientation and mentoring/shadowing program (Supplemental #2, 
item 15) associated with the Oak Hills (geriatric inpatient) and Madison Oaks Academy 
(adolescent residential treatment center) services currently operating at the proposed site of the 
pediatric psychiatry unit.  This supports recruitment, training and retention of staff.  The 
applicant identifies six local community colleges and universities as a source of job candidates.   

 
Effect on Existing Providers and Resources 
 
The applicant notes that there are no inpatient psychiatric beds for children and adolescents in 
the proposed service area.  There are approximately 213 psychiatric beds in the service area, 
none of which serve children or adolescents.  TDMHSAS facilities (including 150 adult beds in 
this proposed service area) do not have beds dedicated for children or adolescents.   
 
Letters of Support or Opposition 
 
The CON application includes letters of support from the Executive Vice President of West 
Tennessee Healthcare (a board-certified pediatric physician who is also the Medical Director of 
the Madison County Child Advocacy Center), the mayor of the City of Jackson, the Honorable 
Steve Beal, Judge of the Henderson County Juvenile Court, the Madison County mayor, and the 
Honorable Blake Anderson, Judge of the Jackson City court.   

 
Implementation of State Health Plan 
 
Healthy Lives: improving the health of people in Tennessee The proposed pediatric psychiatry 
unit would provide a service necessary for a complete continuum of mental health services for 
children and youth.  Inpatient psychiatric services are reserved for situations when the safety of 
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the patient and/or others cannot be guaranteed in a less restrictive setting and provide an 
opportunity to plan for ongoing community services to prevent the need for inpatient services in 
the future.   
 
 
Access: improving access to health care and the conditions to achieve optimal health The 
proposed pediatric psychiatry unit to be located in Jackson, TN would significantly improve 
access to inpatient services for children and adolescents in the rural West Tennessee service area 
where there currently are no inpatient services for children and adolescents. In addition to 
providing easier access for children and adolescents in the service area, the location of the 
proposed pediatric psychiatry unit would improve the opportunity for family participation.   
 
 
Economic Efficiencies: The proposed pediatric psychiatry unit will be located in an existing 
facility remodeled for this specific purpose rather than new construction.  Additionally, this plan 
takes advantage of supplemental services currently being provided to the geriatric unit and 
treatment center operating on site (e.g. housekeeping, maintenance, dietary, business office 
support, performance improvement activities and human resources- p. 2 Supplemental #1) which 
can be expanded as needed for the proposed pediatric psychiatry unit.   
 
 
Quality Standards: The WWT geriatric unit (Oak Hills) currently functioning in the facility of 
the proposed pediatric psychiatry unit is accredited by the Joint Commission Hospital 
Accreditation Program and licensed by the Tennessee Department of Mental Health and 
Substance Abuse Services.  The applicant indicates that WWT would seek Joint Commissioner 
accreditation of the proposed pediatric psychiatry unit (note: the Joint Commission would review 
both the geriatric unit and the pediatric unit together for potential accreditation as a single 
“hospital” with two units).  Woodridge Behavioral Care, LLC, has a total of 262 licensed beds 
for children in residential treatment centers, group homes and acute care hospital beds in 
Arkansas, Missouri and Tennessee.   
 
 
Workforce: The applicant notes that WWT has successfully recruited staff for the geriatric unit 
and child and adolescent residential treatment center from the Jackson area, in part by 
maintaining good relationships with local colleges.  Nursing recruitment may in fact be the 
greatest challenge to developing the proposed pediatric psychiatry unit, but WWT has been 
successful in the past.   
 
 
Guiding Questions: 1) the proposed pediatric psychiatry unit creates and improves opportunities 
for optimal health for children and adolescents in need of inpatient psychiatry services in rural 
West Tennessee by making services available locally; 2) intervening with inpatient psychiatry 
services during childhood and adolescence provides an opportunity to move “upstream” in early 
intervention of psychiatric problems, particularly for treatment of the effects of traumatizing 
adverse childhood experiences to prevent or reduce more serious problems later in life including 
high risk behaviors leading to obesity, diabetes and heart disease; 3) the addition of pediatric 
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inpatient psychiatry services is consistent with the importance of a full continuum of care 
available in other areas of the state and provides an opportunity to learn and teach about pediatric 
psychiatry services.   
 
Working Relationships with Existing Health Care Providers 
  
The applicant notes that WWT has an existing transfer agreement with the Jackson-Madison 
County General Hospital so that medical issues arising for patients of the pediatric unit may be 
safely addressed.  The application indicates that WWT has contractual agreements for health 
services including pharmacy, lab and x-ray services.  The applicant reports having “working 
relationships” with area community mental health providers, school, juvenile justice and the 
Department of Children’s Services (p. 34, initial application).   
 
Participation in Training of Students  
 
The applicant reports that WWT works with local educational institutions to provide volunteer 
opportunities for students (a mentoring/shadowing program) and has been an internship and 
nursing rotation site.  The application indicates that WWT would be open to that opportunity in 
the future.   
 
CONCLUSIONS 
 

1. The need for (at least) 16 pediatric psychiatry inpatient beds in the proposed service area 
has been reasonably established.  Guidelines for determining the number of inpatient 
psychiatry beds needed based on the population would project as many as 34 beds.  
Inpatient psychiatry is one essential service in a full continuum of mental health services 
and reducing the need for families to travel when a child or adolescent is hospitalized 
improves the opportunity for multi-system intervention.   

2. The proposed project appears to be economically feasible.  Proposed staffing meets 
licensure requirements and proposed salaries are consistent with market rates.  Costs for 
program development and budgeting appear reasonable and documentation supports the 
availability of needed capital for start-up.  The project involves remodeling an existing 
hospital space rather than new construction.  The proposal allows for operating at a loss 
in the first year with a positive bottom line beginning the second year.   

3. The application for a 16-bed pediatric psychiatry unit would contribute to the orderly 
development of health care in the state of Tennessee.  The current proposal would 
improve access to an opportunity for optimal health care, particularly in the early 
intervention on the traumatizing effects of adverse childhood experiences which research 
has linked to poor health outcomes in adulthood.  Inpatient psychiatry services are 
reserved for circumstances in which no less restrictive alternative adequately provides for 
the safety of the patient or others, and are all the more necessary when so needed.   

4. The proposed pediatric psychiatry unit would provide health care that meets appropriate 
quality standards.  The applicant proposes to assure meeting appropriate quality standards 
by seeking licensure from the TDMHSAS and accreditation by the Joint Commission.  
The proposed organizational structure, physical plant, staffing and service delivery model 
are entirely consistent with current standards.   
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The Tennessee Department of Mental Health and Substance Abuse Services recommends the 
approval of the application for a Certificate of Need for Woodridge West Tennessee, LLC to 
remodel an existing hospital space which they own to provide a 16-bed pediatric psychiatry unit.   
 
 
 
 
Jeff Feix, Ph.D. 
Director, Office of Forensic and Juvenile Court Services 
Division of Planning, Research and Forensics, TDMHSAS 


